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E.O. 11652: N/A 
TAGS: ETRD MTN CA 

SUBJECT: MTN-QR CONSULTATIONS WITH CANADA 

SUMMARY: BILATERAL QR CONSULTATIONS COVERING BOTH AGRICULTURE 
AND INDUSTRY WERE HELD WITH CANADA ON OCT 6. CANADIAN DEL 
(GIFFORD FOR AGRICULTURAL AND AMB GREY FOR INDUSTRIAL PRODUCTS) 
AGREED WITH USDEL (NEWKIRK) THAT PURPOSE OF CONSULTATION 
WAS CLARIFICATION OF FACTS. HOWEVER, GREY CONSISTENTLY 
ATTEMPTED TO PUSH CONSULTATIONS TOWARD NEGOTIATING CONTEXT. 
END SUMMARY. 

1. CONSULTATIONS LED OFF WITH A DISCUSSION OF CANADIAN 
AGRICULTURAL QR'S ON WHICH LITTLE NEW INFORMATION WAS 
REVEALED. ON CERALS RESTRICTIONS CANADIANS RESPONDED 
WERE WILLING DISCUSS CHANGES IN THEIR PRACTICES IN CONTEXT 
LIMITED OFFICIAL USE 
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LICENSING OF DAIRY PRODUCTS (EXCLUDING CHEESE) BASED 
ON RATIONALE MAINTENANCE OF PRICE SUPPORT PROGRAM. 
OCCASIONAL PURCHASES (SUCH AS BUTTER) ARE MADE BY 
DAIRY COMMISSION ON STRICTLY COMMERCIAL BASIS BUT 
CANADIANS NOTED PURCHASES NOT MADE FROM COUNTRIES 
EMPLOYING EXPORT SUBSIDIES. ON CHEESE CANADIANS 
CITED SAME RATIONALE AS OTHER DAIRY PRODUCTS AND EX- 
PLAINED GLOBAL QUOTA RECENTLY ADOPTED FOR REASONS 
OF SIMPLIFIED ADMINISTRATION. EGGS AND TURKEYS 
NOT DISCUSSED SINCE EGGS NOW BEING CONSIDERED BY 
GATT WP. ON MARGARINE PROHIBITION, CANADIANS 
INDICATED RELAXATION COULD BE CONSIDERED IN CONTEXT 
MTN BARGAINING. CANADIANS OBJECTED TO OUR CHARAC- 
TERIZATION OF SURTAX ACTIONS AS VARIABLE LEVIES 
AND MAINTAINED SURTAX WAS CONSISTENT WITH ART. XIX. 

IN RESPONSE TO US QUERY QBOUT MORE OPEN PROCEDURES, 
CANADIANS CITED NEED FOR SPEEDY ACTION, PRECLUDING 
EXTENSIVE PUBLIC DISCUSSION. SURTAX ISSUE SEEN BY 
CANADA AS BILATERAL PROBLEM ON WHICH FURTHER DIS- 
CUSSION MIGHT BE FRUITFUL. 

2. DISCUSSION ON US AGRICULTURAL ITEMS WAS LOW-KEY 
WITH CANADIANS OBIVIOUSLY FAMILIAR WITH EVERY ASPECT 
OF US RESTRICTIONS. ON TARIFF QUOTA ITEMS-LIVE 
CATTLE AND POTATOES-US POINTED OUT THESE WERE 
ESSENTIALLY TARIFF QUESTIONS AND SHOULD BE TREATED 
IN THAT CONTEXT. SAME WAS TRUE FOR GROUNDFISH, 

FILLETS. CANADIANS WERE CONCERNED ABOUT TARIFF 
RECIPROCITY AND ALSO WANTED WRITTEN RESPONSE AS 

TO WHETHER US HAD LEGAL AUTHORITY TO INCREASE 
SIZE OF TARIFF QUOTAS AND/OR REDUCE THE OVER- 
QUOTA RATE WITHOUT SEEKING FORMAL CONGRESSIONAL 
APPROVAL. US ROUTINELY OUTLINED PRESENT STATUS 
MEAT QUOTA ACT AND DAIRY PRODUCTS QUOTA SYSTEM. 

ON WHEAT RESTRICTIONS US NOTED ITS QUOTAS WERE 
SUSPENDED WITH NO PLANS CONTEMPLATED FOR REIMPOSI- 
TION. 

3. SESSION ON INDUSTRIAL QR'S WAS LIVELIER PRI- 
MARILY BECAUSE GREY WAS IN CHAIR. CANADIANS LAID 
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GREAT STRESS ON SECURING PROGRESS ON COPYRIHGT 
ISSUE, POINTING OUT POLITICAL IMPACT IN CANADA. 

ALSO CITED HARDSHIP TO SMALL EXPORTERS (BOOK- 
SELLERS) OF CUSTOMS INFORMATION REQUIRED BY US. 

ON CUSTOMS PROCEDURES US WAS ABLE PROVIDE 
AUTHORITATIVE COMMENTS BUT COULD OFFER NO ENCOURAGE- 
MENT TO CANADIAN SUGGESTION THAT SMALL EXPORTERS 
BE EXEMPT FROM REQUIREMENTS OF LAW. CANADA CRITI- 
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CIZED US TREATMENT OF DENATURED INDUSTRIAL ALCOHOL 
AND ASKED WHY DENATURING COULD NOT TAKE PLACE IN 
CANADA UNDER AGREED SUPERVISION. CANADA OBSERVED 
THAT DENATURED ALCOHOL MUST BE IMPORTED AT NOT LESS 
THAN 185 DEGREES OF PROOF TO BE EXEMPT FROM TAX, 

AND ASKED IS SAME TAX TREATMENT APPLIED TO DOMESTIC 
MERCHANDISE. US RESPONSE WAS HAMPERED BY LACK OF 
DETAILED INFORMATION ON OUR PRACTICES. CANADA MADE 
BROADER CRITICISM OF JONES ACT THAN ORIGINAL NOTI- 
FICATION-DREDGES AND HOVERCRAFT- WOULD HAVE 
INDICATED. IT CONCEDED BROAD REVISION OF ACT UN- 
LIKELY BUT WONDERED WHETHER SPECIFIC PORTIONS COULD 
BE TARGETED. US WAS NOT ENCOURAGING, BUT CANADIANS 
CAN BE EXPECTED TO MAKE SPECIFIC REQUESTS AT LATER 
SAGE. CANADA ALSO POSED SPECIFIC QUESTIONS RE THE 
EXTENT OF LIMITATIONS ON THE USE OF FOREIGN MATERIALS 
IN US SHIPBUILDING AND WHETHER THERE WAS PROHIBITION 
AGAINST US-REGISTERED VESSELS PURCHASING FOREIGN- 
BUILT CONTAINERS. 

4. ON CANADIAN INDUSTRIAL ITEMS OF INTEREST TO US, 
DISCUSSION CENTERED ON USED CAR IMPORT PROHIBITION. 

US STRESSED UNREASONABLENESS OF CANADA MAINTAINING AN 
EMBARGO. GREY GAVE FAMILIAR BUT RAMBLING RECITAL 
OF RETIONALE FOR THE RESTRICTION. HE EXPRESSED PER- 
SONAL VIEW THAT REMOVAL OF PROHIBITION WOULD NOT 
RESULT IN LARGE TRADE ANYWAY. WE GAINED INPRESSION 
THAT ALTHOUGH USED CAR ISSUE POSED DIFFICULTIES 
FOR CANADA IT WAS NEGOTIABLE, PARTICULARLY IF A 
GRADUAL EASING OF THE EMBARGO COULD BE UNDERTAKEN. 

ON USED AIRCRAFT PROHIBITION CANDAIANS POINTED OUT 
THAT WAIVER GRANTED IN MARCH, 1951 (PC 1267) EFFEC- 
TIVELY REMOVED RESTRICTION. GREY THOUGHT A REQUEST 
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FOR THE US TO REMOVE THE PROHIBITION COMPLETELY 
FROM THE BOOKS COULD BE GRANTED. ON TV SCREEN-TIME 
QUOTAS GREY STATED FLATELY ITEM WAS NOT NEGOTIABLE. 
THESE QUOTAS NEEDED TO ACCOMPLISH SOCIAL OB- 
JECTIVES OF CANADIAN GOVERNMENT WHICH HAVE WIDE PUBLIC 
SUPPORT. GREY CITED GREAT CANADIAN CONCERN OVER 
"SPREAD OF YANKEE CULTURAL IMPERIALISM". 

5. COMMENT: ASIDE FROM GREY'S CULTURAL OUTBURST. 

QR DISCUSSION USEFUL AND OBJECTIVE. IT WAS OBIVIOUS 
THAT CANADIANS ARE EAGER TO MOVE FORWARD TO BILATERAL 
NEGOTIATIONS STAGE ON QR'S, AND ARE READY TO ENTERTAIN 
SPECIFIC REQUESTS FROM THE US BOTH ON A GENERAL AND 
PRODUCT BASIS. 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 

6. ACTION REQUESTED: WE NEED TO RESPOND TO CANADIAN 
QUESTIONS POSED ON TARIFF QUOTAS, DENATURED INDUSTRIAL 
ALCOHOL, AND THE OPERATION OF THE JONES ACT. CULBERT 
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